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PUBLIC LAW 104-18822AUG. 20, 1996 


"(1) IN GENERAL/@Employer contributions to 


a 


simvle 


retiremenf account shall be treated as if they 
are made to 

a plan subiggt to the requirements of this section. 
"(2) TIMING 


"(A) DEDUCTIONIZGontributions described 


in Dara- 
aravh (1) shall be deductible in the taxable 


vear of the 
empvlover with or within which the calendar 
vear for which 
the ¢ tributions were made ends. 

(B) CONTRIBUTIONS AFTER END OF YEARIAO 
or pur- 
poses of this subsection. contributions shall be 
treated as 


made for a taxable vear if thev are made on 
account oO 
a taxable vear and are made not later than 
t : 


e time 
prescribed bv law for filing the return for 
the taxable 


vear (includina extensions thereo 
(3) CONTRIBUTIONS AND DISTRIBUTIONS 

(A) Section 402 (relating to taxability of 
beneficiarv 
of emvlovees! trust) is amended by adding at 
the end the 
following new subsection: 


(k) TREATMENT OF SIMPLE RETIREMENT ACCOUNTS[E 


Rules 

similar to the rules of naraaranhs (1) and (3)_of 
subsection th) 
shall annlv to contributions and distributions with 
resvect to 

simple retirement account under section 408(D) 


(B) Section 408(d)(3) is amended by 
addina at the 
end the following new subparaafaph: 
(G) SIMPLE RETIREMENT ACCOUNTS/2£This 
paraaravh 
shall not avnvolv to anv amount vbaid or 
distributed out 
of a simple retirement account (as defined in 
subsectiqg 
(p)) unles 
"(i) it is paid into another simple 
retirement 
account, or 
(ii) in the case of any payment or 


distribution 
to which section 72%t)(6) does not anvlv. 
it is paid 


into an individual retirement vlan!” 
(C) Clause (i) of section 457(c)(2)(B) is 
amended bv 


striking "section 402(h){l)(B)"% and inserting 
"section 402 


(hXD(B) or ( 
(4) PENALTIES 

(A) EARLY WITHDRAWALS|==ssection 72(t) 
(relating to penne 
additional tax in early distributions) is 
amended bv addina 
at the end the following new pvaraaravh: 
"(6) SPECIAL RULES FOR SIMPLE RETIREMENT 


ACCOUNTS 
In the case of any amount received from a simple 
retirement 


account (within the meanina of section 408(vi) 


durina the 

vear veriod bedinnina on the date such individual 
first. vartici- 
nated in anv aualified salarv reduction 


arranaement main- 
tained bv the individual's employer under section 
408K k2 1 

araarabh (1) shall be annlied bv substitutin 


25 percent 
for 10 percent!) 


(B) FAILURE TO REPORT Section 6693 is 
men 
ge ating subsection (c) as subsection (d) 
insert- 

te a er subsection (b) the following new 

subsection: 
H(c) PEN ES RELATING TO SIMPLE RETIREMENT 
ACCOUNTS 
"(1) EMPLOYER PENALTIES|={An employer who fails to 
pro- 
vide 1 or more notices reauired bv section 408f1) 
(2)(C) shall 
pav a venalty of $50 for each day on which such 
failures 
continue. 


"(2) TRUSTEE PENALTIES|2==A trustee who fails— 


